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TO THE SHAREHOLDERS OF KYZEN CORPORATION

Dear Fellow Investor,

Last year at this time, Kyzen’s management discussed our technology roads with an emphasis toward enhancing future growth and
the overall goal of increased shareholder value. Through a difficult 2001, we have continued to work toward those same goals of
growth and increased shareholder value.

A large portion of Kyzen’s revenues are derived from de-fluxing cleaning products for the electronic assembly market. With a strong
emphasis on no-clean flux technology, a large portion of the electronic assembly market no longer cleans their product prior to final
assembly and shipment. While there are technology shifts, which appear to mitigate this trend, time will tell if those technology
shifts will have a material effect on our long-term opportunities for growth in the electronic assembly market. As a result of this
trend, the company has developed strategies for penetrating complimentary cleaning market segments. Our focus on four technology
roads has not changed. The three roads beyond Electronic Assembly --Semiconductor, Optics and Aerospace-- remain as targets.
Listed below is a summary of each technology road.

Electronic Assembly: The electronics industry experienced a significant down cycle in 2001 that accelerated structural change at all
levels of the supply chain. Electronic assembly production expansion in 2000 produced higher inventory levels, which early in 2001
met a reduction in demand resulting in a negative effect throughout the supply chain for most of 2001 through today. The sharp
downturn in both semiconductor and electronic assembly industry segments has been attributed to the dramatic reduction in demand
for Internet related hardware and telecommunications devices. The segments of the market which require cleaning experienced
neither the boom of the last few years nor as dramatic a “bust” as 2001. Demand for our materials eased slightly, though substantial
new in-roads were made during 2001,

Semiconductor (Back End Wafer Level Packaging): Wafer bumping and flip chip technology growth have opened new cleaning
opportunities. These technologies involve a soldering process, which matches our core electronic assembly cleaning expertise. The
Company made some gains in this market segment during 2001, in part based on a technology alliance with DuPont Fluoroproducts.
Kyzen developed unique, branded products, employing our own and DuPont’s technology, resulting in products that provided the
necessary cleaning fluid properties for this demanding cleaning requirement. We see this road as a growth segment over the coming
years.

Optics; We invested substantial energy in this road segment in prior years and we are beginning to see the benefits of that
development. We have expanded our initial focus from ophthalmic lenses to include industrial glass and plastic devices of many
kinds. This may include new opto-electric devices required by our electronic assembly customers. While the optics market
represented a modest portion of our product mix, there were strong gains in 2001, which we expect to improve upon in the coming
year.

Aerospace / Metal: The newest of our road segments has completed an extensive, exhaustive and expensive product development
phase during 2001. A comprehensive product line of aqueous products has completed the industry standard performance and
compliance testing. Additionally, field introductions thus far have met with good results and solid customer acceptance. Modest
sales in this area are expected to expand significantly during 2002.

As we look to the future, we see substantial opportunities within our reach. As the cleaning requirements of electronic assembly
have plateaued, we have targeted new market segments well matched to our core competencies of superior, targeted technology and
customer support. We have made substantial investments developing the products and market channels to succeed in these new
areas, and we are seeing the beginnings of the fruits of that labor. We are hard at work every day to maximize the return for all

Kyzen shareholders.
Kyle J. Doyel Michael L. Bixenman

President & Chief Executive Officer Chairman of the Board
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KYZEN CORPORATION
PART I

Item i. PDescription of Business

The Company

Kyzen® Corporation ("Kyzen" or the "Company") is a specialty chemical company focused on chemistries and
processes for electronics, optics, aerospace, semiconductor and other high technology industries where precision
cleaning processes are required. The Company also manufactures and markets peripheral equipment such as process
control systems, prototype cleaning machines and chemical handling systems that enhance the use by customers of the
Company’s chemical solutions. Typically, the Company’s products are sold as separate items and are integrated into a
cleaning process by the customer or by the Company as part of a contract service.

The Company was incorporated in Utah in 1990 and redomesticated under Tennessee law in 1995. The Company’s
headquarters are located at 430 Harding Industrial Dr., Nashville, TN 37211, where its telephone number is (615) 831-
0888, and its fax number is (615) 831-0889.

History of the Company

The Company was founded in 1990 with its initial focus on developing chemical products to replace chemicals that were
to be banned under the Montreal Protocol (the “Protocol”). The Protocol called for a freeze in the production and
consumption of ozone depleting products (“ODPs”) by the year 2000 for developed countries and 2010 for developing
countries. Over 90 nations, representing over 90% of the world’s consumption of ODPs, were parties to the Protocol.
The more than 90 nations agreed to accelerate the phase-out of production of ODPs to December 31, 1995 for developed
countries and December 31, 2005 for developing countries. After the 1995 deadline, ODP products can still be bought,
recycled and sold until the inventories are depleted.

Because industrial cleaning is one of the largest applications for ODPs, Kyzen was organized to develop chemical
solutions and processes to replace ODPs used in the cleaning of electronic assemblies and precision metal components.
Historically, materials such as chlorofluorocarbon 113 (“CFC-113") and 1,1,1, Trichloroethane (“Methyl Chloroform™ or
“Trich”) were widely used in these applications. Today, no single replacement product has been found that has the broad
applicability of the ODPs produced before 1995. The market for high technology cleaning has fragmented into smaller
niche cleaning segments where specific products are developed to meet specialized market needs. This market continues
to evolve as newer technology and miniaturization of products present more difficult cleaning challenges for
manufacturers.

The Company’s Technology Roadmap

The technology roadmap, which the Company developed in 2000 continued to serve as Kyzen’s strategic plan during
2001. This roadmap helps to identify and focus the Company’s products and resources to serve the niche markets within
four areas (the “Technical Roads”). The Technical Roads are described in the table below:

Technical Road Niche Cleaning Applications Kyzen Products Used
Electronic Through Hole and Surface Mount Circuit Boards; | Aquanox®, Ionox®, SynergyCCS™,
Assembly Screens, Misprints, Maintenance, Adhesives, Lead | Lonox™, Cybersolv® ’
Free Soldering Processes
Semiconductors Wafers, Hybrids, Wafer Level Packaging, Flip Ionox®, Micronox®,
Chips, Lead Free Soldering Processes, Ball Grid SynergyCCS™, Optisolv®,
Arrays, Solder Bumps, Photoresist, Flat Panel Cybersolv®
Displays
Aerospace Rocket Assemblies, Aircraft Parts, Metal Parts, Ionox®, Metalnox®, CybersolvT™,
Aerospace Parts Kryptonol™
Optics Lenses, Moulds, Glass, Lasers, Fiber Optics Optisolv®, Micronox®, Cybersolv®,
Kryptonol™
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Electronic Assembly. Historically, the core of the Company’s business has been focused on the Electronic Assembly
Technical Road, in which the Company provided cleaning products and processes to the electronic assembly industry.
As discussed below under the “Competition” heading, the advent of no-clean soldering processes has reduced demand
for the cleaning products and processes provided by the Company to assemblers of electronic components. This industry
experienced a down cycle in 2001, evidenced by higher inventory levels and a reduction in demand that affected all
levels of the supply chain. Despite the downturn in 2001, the segments of the electronic assembly market that require
cleaning did not experence as great a reduction. The Company anticipates that demand for its products and processes in
this Technical Road may increase in light of the trends towards miniaturization and the use of no- lead soldering
techniques as discussed below.

Semiconductor. In order to produce semi-conductor packages with faster clock speeds, manufacturers of
semiconductors are increasing their use of wafer level packaging and flip chip technology. These technologies
involve a soldering process, which matches our core electronic assembly cleaning expertise. As a result, the
Company hopes to capitalize on its experience in the Electronic Assembly Technical Road to increase its share of
the business within the Semiconductor Technical Road, which management believes to be a growing market. The
Company made some gains in this market segment during 2001, in part based on a technology alliance with DuPont
Fluoroproducts. Kyzen developed unique, branded products, employing our own and DuPont’s technology, resulting
in products that provided the necessary cleaning fluid properties for this demanding cleaning requirement.

Optics. In 1998, the Company began to provide cleaning products and processes to the optical industry. Initially,
the Company focused on products and processes for cleaning ophthalmic lenses. We have expanded our focus to
include industrial glass and plastic devices of many kinds, including new opto-electric devices required by our
electronic assembly customers. The Company anticipates that it may have the opportunity to provide its products
and services to manufacturers of industrial glass and other high volume optical surfaces as well as to producers of
products that interact with light rather than electrons. While the optics market continues to represent a modest
portion of our product mix, there were strong gains in 2001 which we expect to improve upon in the coming year.

Aerospace. The Company anticipates that the aerospace industry, including both civilian and military producers,
represents a growing market for the Company’s products and processes. In order to gain entry and participate in this
industry, products must undergo rigorous testing to demonstrate cleaning ability and compatibility with aerospace
materials. The Company’s comprehensive product line of aqueous products has completed the industry standard
performance and compliance testing. Additionally, field introductions have met with good results and solid
customer acceptance. In 2001, the Company increased it Research and Development expense by hiring personnel
experienced with military and industrial aerospace specifications. The Company also focused on the development of
unique aerospace products with a documented conformance with industry specifications and guidelines. The
Company does not plan to patent these products but will protect its proprietary technology by de51gmng in such a
way as to minimize the risk of reverse engineering.

Most of Kyzen’s formulations are non-flammable and non-combustible, low in toxicity and generally require no
hazardous material shipping or storage precautions. The Company attempts to meet this standard with all of its
products; however, customized products for key high volume customers and new niche applications frequently have
unique requirements, which may necessitate departure from this standard.

The Company is constantly developing new cleaning chemistries and processes for all of the Technical Roads.
Management of the Company believes that future product lines may also be obtained through acquisitions,
marketing agreements or licensing agreements. In 1998, the Company entered into a licensing agreement with
AlliedSignal, Inc. now known as Honeywell International Inc. (“Honeywell”) and Hewlett Packard Company to sell
and market a patented cleaning product jointly developed by both companies. In 1999, the Company entered into an
exclusive agreement to sell and market Xolvone®, a patented chemical developed by the DuPont Nylons Division.
In 2001, the Company entered into an agreement to sell and market Vertrel®, a patented chemical developed by the
DuPont Fluoroproducts Division. These chemicals will be targeted by the Company into formulated products sold
under the Company’s own trademarks, such as Ionox, Aquanox, Cybersolv and Micronox. The primary application
for these products is within the Semiconductor Technical Road, with additional applications in both the Aerospace
and Electronic Assembly Technical Roads. The expiration or termination of any such agreements would not have a
material adverse effect on the Company’s financial condition or results of operations. The Company monitors the
market place in an effort to identify potential acquisition candidates or licensors of cleaning technology and
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products. The Company has not entered into any definitive agreement with such candidates or licensors, and there
can be no assurance that any particular opportunity will materialize.

Engineering Services Group

The goal of Kyzen’s Engineering Services Group is to enhance our customers’ processes and eliminate obstacles
preventing the implementation of Kyzen’s chemical cleaning solutions. This group is responsible for developing, .
manufacturing and/or retrofitting process control and cleaning equipment. In addition, the group also builds and
maintains equipment in Kyzen’s Cleaning Applications and Evaluation Center, maintains existing customer processes
pursuant to service contracts and manufactures peripheral items necessary to assist in the installation and implementation
of our cleaning products. The group also utilizes the Company’s extensive array of equipment in our Cleaning
Applications and Evaluation Centers in Manchester, New Hampshire and Nashville, Tennessee to perform contract-
cleaning services.

Process Control Systems (“PCS”). PCS is a fully integrated process tool based on the Company’s proprietary
technology that automatically samples and adjusts cleaning agent concentration to a specified level in a cleaning tank or
machine. PCS also has the capability to automatically (1) monitor and maintain liquid levels, (2) pump cleaning
products directly from the drum to the wash tank and (3) fill the cleaning machine. The current PCS product line is
designed to operate on a number of the Company’s existing and developmental cleaning products.

The Company’s strategy is to further develop its technologies in the PCS area and use them to differentiate the
Company’s cleaning agents from its competitors’. The Company plans to pursue the manufacture and sale of its PCS
product to potential customers in current markets and to continue to develop the PCS for new niche cleaning applications
and for other chemical applications. Management believes the largest interest in the PCS product line will continue to be
within the Semiconductor Technical Road.

Competition

The precision cleaning industry underwent rapid change in the 1990’s as companies searched for new technology to
replace processes based on ODPs. The precision cleaning industry moved from a commodity market supplied by major
chemical companies to a series of highly fragmented niche markets supplied by numerous focused specialty chemical
companies. In the last four years, the Company’s greatest competitive challenge has come not from direct competition
but from industry changes. The largest change came from the advent of soldering technologies that do not require
cleaning. These “No Clean” technologies dominate electronic assemblies produced worldwide and limit cleaning to
those applications with more stringent reliability requirements. The second change was the emergence of contract
manufacturers of electronic assemblies known as the Electronic Manufacturing Services (“EMS”) industry. With the
emergence of EMS, many original equipment manufacturers (“OEMSs”) have outsourced the production of their products
to these contract manufacturers. The EMS industry, unlike the OEM business, is a commodity market and focuses on
cost rather than reliability of end products. The end result is that many of the products produced by the EMS
manufacturers are not cleaned, thereby slowly reducing the size of the cleaning market in the Electronic Assembly
Technical Road. The third change came in 2001 when the rapid growth experienced by high technology businesses
underwent a severe decline due to worldwide economic conditions. Industry sources indicate that manufacturing
production in the electronics and semiconductor markets declined by 30 to 40 percent below levels in 2000.

Recent technology developments appear to be creating new opportunities for the Company in the Electronic Assembly
and Semiconductor Technical Roads. The continued trend of miniaturization has made formerly acceptable
contaminants unacceptable with the new service devices. Additionally, the desire to eliminate production steps and
reduce size is leading to the development of a new type of device --flip chip-- and attachment technology known as
“wafer level packaging.” This emerging trend will require cleaning in many of the manufacturing steps. Environmental
groups in various industrial nations are seeking the elimination of lead-based products. If legislation prohibiting or
limiting the use of lead is enacted, management of the Company believes that “no lead” soldering technologies will
create more cleaning opportunities than those that currently exist with lead-based soldering, particularly within the
Electronic Assembly and Semiconductor Technical Roads.

Currently, the Company considers its most significant competitors to be the following companies: Petroferm®, Church &
Dwight, Valtech, Alpha Metals, Envirosense, Multicore, EKC Technology, Ashland Chemical, Brulin, 3M and
Zestron/Dr. O.K. Wack Chemie. As the Company continues to expand its product offering, management believes new
competitors will emerge as the Company moves to solve new technical challenges. Management believes the Company
has a competitive advantage because the Company is one of a few companies that has as its primary source of revenue
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the sale of high technology cleaning products. Management believes that the Company may also have a competitive
advantage due to the Company’s ability to leverage its core competencies though its agreements with technology
partners, such as DuPont, and the Company’s provision of cleaning data and information on environmentally sensitive
cleaning processes to solder, flux and equipment suppliers.

Dependence on Suppliers and Others

The Company purchases its raw materials, components and finished machines from a variety of sources. Through its
agreements with DuPont, the Company will be dependent on DuPont’s Nylon and Fluoroproducts Divisions for the
production of their unique chemicals. While the Company is generally not dependent on any one supplier for raw
materials, components or finished products, it had historically relied on one domestic chemical producer for its supply of
the non-linear alcohol used in many of the Company's cleaning formulations. In 2000, the Company became less reliant
on this vendor as the Company obtained its non-linear alcohol from both domestic and international sources. There can
be no assurance that any raw material or other components and systems utilized by the Company will continue to be
available at reasonable prices in the volume required for the Company to meet its customers’ orders.

Production and Supply

The production of the Company’s chemicals involves the blending of chemicals purchased from third-party suppliers in
the open market. The Company’s chemical raw materials are widely available from numerous sources with the
exception of DuPont, as described above.

Sales and Product Distribution

Marketing. There are a number of precision cleaning market niches ranging in size from $1,000,000 to $50,000,000 in
which management believes the Company should be able to establish and maintain a competitive advantage. The
Company is now established in the Electronic Assembly Technical Road and has targeted Technical Roads in Optics,
Semiconductors and Aerospace for expansion. The Company’s focus on the cleaning market allows the Company’s
sales force to be committed to selling and servicing related product lines in a specialized market, as opposed to
independent representative sales forces or distributors who are less focused due to demands from multiple product lines
" in multiple markets. However, as the Company diversifies its product offering, it is anticipated that it will utilize
multiple channels to selected markets. ’

Cleaning Applications and Evaluation Centers. The Company currently operates comprehensive Cleaning Applications
and Evaluation Centers in Manchester, New Hampshire and Nashville, Tennessee. ‘A Cleaning Applications and
Evaluation Center is a demonstration facility in which customers can view the effectiveness of the Company’s cleaning
technology in a risk-free environment. The Company believes it has the most comprehensive demonstration facilities in
the industrial cleaning industry. The centers are used to expedite the sales cycle for Kyzen’s chemical solutions, to
accelerate the development of new cleaning products and to increase potential customers’ exposure to Kyzen and its
products.

Suales Force. One of the primary challenges facing the Company is selling its cleaning technologies to customers who
have limited experience with cleaning agents and processes. Consequently, these sales often require long relationship
building periods and considerable time for solving problems and testing processes and chemistry. To shorten the sales
cycle, the Company has invested in the Cleaning Applications and Evaluation Centers described above, which allow new
and existing customers to test and collect data on various cleaning products and processes. The Company’s sales cycle
for conversion to the Company’s products typically ranges from three months to two years.

The Company currently sells its products through a direct regional sales force, complemented in certain geographic
regions or market segments with manufacturer representatives or agents. The Company also uses sales engineers,
chemists, application lab personnel and inside sales personnel in the Company’s sales efforts depending on the customer
application, sales volume potential and the status of the customer in testing, buying and/or implementing the cleaning
chemical. The Company anticipates that as it diversifies its product offerings, it will expand its channels to market in
selected segments. The Company delivers its product via common carrier. '

Customers

During the year ended December 31, 2001, no customer accounted for more than 10% of the Company's revenues.
Management believes that the loss of any one customer would not have a material adverse effect on the Company's
financial condition or results of operations.
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Patents

The Company holds four patents for its chemical cleaning formulations in the United States. Two patents cover
applications in the electronic area and two cover applications in the optical and semiconductor area. The Company has
also obtained one patent for electronic applications in each of Mexico, China, Taiwan, Australia, Korea, Brazil,
European Union and Japan. The two patents for electronic applications, which expire between 2009 and 2014, and
pending international patents related to these two U.S. patents, are jointly owned by the Company and Delphi
Automotive Systems (“Delphi,” formerly Delco Electronics, a division of General Motors). Delphi has retained the right
to use the chemistry developed under the patents and the Company has retained the right to market the patented
formulations. Delphi is not entitled to receive royalties or license fees from the Company on the chemical cleaning
products manufactured and sold by the Company. If the Company enters into a license or royalty arrangement for the
‘patented formulations, the resuiting license fee or royalties would be shared between the Company and Delphi.

The Company has applied for additional patents in the United States and several foreign countries covering electronic,
optical and semiconductor cleaning formulations and the use of novel materials and processes. These filings relate to
work performed during the past three years on a number of formulations to be used in existing and new market niches.
Two U.S. patents were issued to the Company in October 1999 and January 2000, and additional patents from this and
other applications are currently being reviewed by the patent office. The two U.S. patents will expire in 2018.

The Company is also required to pay patent royalties to Bix Manufacturing Company, a shareholder of the Company.
Royalties are based on 2% of revenues related to the patented chemistry and amounted to $41,100 in each of 2001 and
2000. The Company is currently settling its royalty obligation through consulting services performed by the Company.
In addition, the Company also pays a royalty to Honeywell for the sale of products under a licensing arrangement with
Honeywell. The royalty is based on a percentage of sales made by Kyzen under the agreement. In both 2000 and 2001,
these royalty payments were less than $50,000.

Future Legislation and Governmental Regulation

The Company believes that the demand for its products is directly related to governmental responses to and public
concern with ozone depletion, CFC elimination, use of hazardous or highly toxic cleaning agents and air and water
contamination. Decreased public concern over ozone depletion or water contamination or less governmental pressure to
remedy such problems could substantially reduce demand for the Company’s products. Although the Company is not
aware of any such pending or proposed federal legislation or regulation, any legislation or regulation that limits the sale
of the Company's products, chemicals, services or components or limits the methods by which the Company’s products
or chemicals are manufactured, installed or serviced could have a material adverse effect on the financial condition or
results of operations of the Company.

Research and Development

The Company’s research and development expenses in 2001 were $549,101 and in 2000 were $399,702. Research and
development activities are expensed as incurred because the majority of the Company’s research and development
activities consist of developing technologically feasible products and processes for niche specific applications.
Management expects that the Company will increase its research and development costs in the foreseeable future as the
Company has retained the services of experienced chemists and formulators to focus on developing new products for the
Aerospace and Semiconductor Technical Roads.

Empioyees

As of December 31, 2001, the Company had 30 full-time employees and one part-time employee. The Company
considers its employee relations to be satisfactory. The management of the Company believes the current staffing level
is adequate to accomplish the necessary tasks for 2002, given historical growth levels of the Company. Higher growth
rates, acquisitions or licensing of new product lines may require additional employees to properly staff increased sales,
development and technical support functions. Management of the Company intends to hire additional personnel as they
are required.

Environmental, Health and Safety Considerations

The Company and its operations are subject to certain federal, state and local laws and regulations relating to the
discharge of pollutants into the air and water, worker exposure to the chemical formulations manufactured and sold and
established standards for the reuse, storage and disposal of hazardous wastes. The Company believes that its operations
are in material compliance with current laws and regulations relating to such matters. The management of the Company
estimates the current cost of compliance with environmental laws is less than $10,000 per year. The Company derives a -
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large portion of its revenue from the sale of blended products made from finished materials purchased from various
chemical producers. These chemicals are periodically evaluated and/or re-evaluated by the third party chemical
producers for potential adverse health effects resulting from exposure or overexposure.

Item 2. Description of Property

Facilities

The Company's headquarters are located at 430 Harding Industrial Dr., Nashville, Tennessee. At this facility, the
Company occupies approximately 24,000 square feet of leased space, conmsisting of a research and development
laboratory, a Cleaning Application and Evaluation Center, a chemical manufacturing facility and sales, engineering,
marketing and administrative offices. This property is located in a well-maintained industrial park. The Company also
leases an approximately 7,425 square foot facility located at 540 Commercial Street, Manchester, New Hampshire. The
New Hampshire location houses a Cleaning Application and Evaluation Center, Engineering Services Group
manufacturing and a regional sales office. Management believes the current facilities and leased space are adequate to
serve the Company’s needs for at least the next year.

The Company conducts its operations from these facilities under two operating lease agreements. The lease for the New
Hampshire facility was renewed in May 2000 and extended to May 2002. The lease for the Tennessee facility, which
was schedule to terminate in February 2001, has been extended for a five-year term with an option to renew for an
additional five years. As of December 31, 2001, future annual rental payments for the next five years are sumrmarized as
follows:

2002 3119,380
2003 107,180
2004 107,580
2005 111,980
2006 9,365

Total rent expense was $147,109 in 2001 and $136,882 in 2000. Included in rent expense for 2001 and 2000 is
approximately $104,000 and $101,000, respectively, of rent paid to Charles Hawkins Company, whose pension plan is a
shareholder of the Company.

The Company carries general property and casualty insurance in an amount management considers adequate.

Item 3. Legal Proceedings

The Company is not a party to any legal proceedings and the Company is not aware of any proceedings contemplated by
any party or governmental authority against the Company.

Item 4. Submission of Matters to a Vote of Securitv Holders

No matter was submitted to a vote of security holders during the fourth quarter of 2001.
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Item 5. Market for Common Equitv and Related Stockholder Matters

The Company’s Common Stock and Warrants to purchase Common Stock are quoted on the OTC Bulletin Board
(symbols KYZN and KYZNW, respectively) and listed on the Boston Stock Exchange (symbols KYZN and KYZNW,
respectively). In February 2000, the Company’s securities were removed from the Nasdaq SmallCap Stock Market for
failure to meet the requirements for minimum bid price. The following table provides the range of the high and low bid
quotations (denominated in dollars or fractions thereof) for the Company’s Warrants and Commeon Stock (on the Nasdaq
SmallCap Stock Market prior to February 2000 and on the OTC Bulletin Board after February 2000) for each quarter
within the last two fiscal years. The quotations reflect inter-dealer quotations without retail mark-up, mark-down or
commission and may not represent actual transactions.

Warrants Common Stock

Dividends High Low High Low
Quarter ended:  March 31, 2000 ’ $3/32 $1/64 $27/32  $17/32
June 30, 2000 : 5/64 1/32 27/32 19/32

September 30, 2000 : 3/32 1/32 23/32 13/32

December 31, 2000 ’ 3/32 1/64 9/16 7/32

March 31, 2001 ° 0.04 0.02 0.48 0.22

June 30, 2001 ' 0.03 0.01 0.50 0.30

September 30, 2001 : 0.01 0.005 0.38 0.21

December 31, 2001 : 0.01 0.005 0.38 0.11

" The Company historically has not paid dividends and does not expect to pay dividends in the foreseeable future.

There were approximately 120 shareholders of record and approximately 900 beneficial shareholders of Common Stock
on March 1, 2002.

Item 6. Management’s Discussion and Analvsis or Plan of Operations

Results of Operations
Comparison of the Years Ended December 31, 2001 and December 31, 2000

Net sales for the year ended December 31, 2001 from all business activities decreased approximately 5% or $288,325 to
$5,605,067, as compared to $5,893,392 for the year ended December 31, 2000. Net chemical sales during the same
period decreased by 7%. These decreases reflect a much slower market for many customers in the electronic assembly
industry corresponding with a general recessionary economic environment. Sales of equipment, processes and
peripheral systems increased 41% during the year ended December 31, 2001 as compared to 2000, and as a percentage
of net sales increased from 5% of net sales in 2000 to 7% in 2001. The Company’s focus continues to be on chemical
sales, but equipment sales have the potential to enhance future chemical sales.

Gross profit for the year ended December 31, 2001 decreased 10% or $330,227 to $2,888,604 as compared to
$3,218,831 for the year ended December 31, 2000, reflecting the lower sales volume and a significant change in our
sales mix, resulting in a higher percentage of products with lower gross margins being sold.

Selling, marketing, general and administrative expenses for the year ended December 31, 2001 decreased 11% or
$336,842 to $2,620,963 as compared to $2,957,805 for the year ended December 31, 2000. This decrease reflects
management’s continuing effort to control costs in these areas. In addition, certain personnel changes, including
reductions in personnel and redirection of individual efforts have contributed to this reduction.

Research and development expenses for the year ended December 31, 2001 increased 37% or $149,399 to $549,101
from $399,702 for the year ended December 31, 2000. The Company incurred higher research and development
expenses in 2001 as it invested time and personnel in accelerating the development of new products in the aerospace and
semiconductor markets.

The operating loss for the year ended December 31, 2001 was $281,460, compared to an operating loss of $138,676 for
the year ended December 31, 2000. This represents an increased loss of $142,784 or 103%. Kyzen has controlled
selling, marketing, general and administrative expenses; however, the lower sales and related gross margins, the change
in product mix and the increased research and development expenses caused this increased loss, much of which occurred
in the first six months of 2001.
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Total other income of $12,816 for the year ended December 31, 2001 compared to a total other income of § 24,605 for
the year ended December 31, 2000. This net decrease of $11,789 or 48% reflects the decreased amount of cash balances
and lower interest rates during the last half of the year.

Comparison of the Years Ended December 31, 2000 and December 31, 1999

Net sales for the year ended December 31, 2000 from all business activities increased approximately 2% or $133,542 to
$5,893,392, as compared to $5,759,850 for the year ended December 31, 1999. Net chemical sales during the same time
period increased by 1%. These increases, although small in terms of percentage change, have included some significant
changes in our customer mix as several large customers from prior years ceased doing business with the Company while
several others were added to the sales base. Sales of equipment, processes and peripheral systems have increased 33%
during the year ended December 31, 2000, from 4% of net sales in 1999 to 5% in 2000. The Company remains focused
on chemical sales but continues to maintain its base of equipment sales, which help to support future chemical sales.

Gross profit for the year ended December 31, 2000 decreased 3% or $86,517 to $3,218,831 as compared to $3,305,348
for the year ended December 31, 1999 reflecting changes in our product sales mix.

Selling, marketing, general and administrative expenses for the year ended December 31, 2000 decreased 4% or
$116,617 to $2,957,805 as compared to $3,074,422 for the year ended December 31, 1999. This decrease reflects the
absence of expenses related to the implementation of the Company’s Shareholder Rights Plan in 1999, and the expenses
associated with the Company’s redomestication from Utah to Tennessee, also during 1999. Contributing to the decrease
is a continual effort by management to control costs in these areas while continuing to pursue customers in the
Company’s niche markets.

Research and development expenses for the year ended December 31, 2000 decreased 2% or $6,464 to $399,702 from
3406,166 for the year ended December 31, 1999. As a percentage of sales, research and development expenses have
remained constant at 7% of sales for both 2000 and 1999, reflecting the continued commitment by Kyzen to pursue new
products and markets through research and development. The Company intends to have higher research and
development expense in 2001 as the Company invests in accelerating development of new products in aerospace and
semiconductor markets.

The operating loss for the year ended December 31, 2000 was $138,676, compared to a net loss of $175,240 for the year
ended December 31, 1999. This represents a decrease of $36,564. This decrease is primarily a reflection of the
decreased spending in selling, marketing, general and administrative expenses. With total sales up slightly for the year
and the lower gross margins, the continued control of administrative spending and the absence of the non-recurring
charges from 1999 have had a positive impact on operations.

Net interest income of $24,605 for the year ended December 31, 2000 compared to a net interest expense of $195,492 for
the year ended December 31, 1999. The expense in 1999 was the result of management’s decision to record a non-cash
charge of $215,463 relating to the write-off of interest receivable on certain long term notes receivable from officers and
former employees. These notes, which were secured by collateral of 322,227 shares of Kyzen Common Stock, were
deemed to have been materially impaired by the continued low trading prices of Kyzen Common Stock and the shares
were cancelled by the Company. '

Accounting Standards

In June 1998, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities.” SFAS No. 133 establishes accounting and reporting standards for derivative
instruments, including certain derivative instruments embedded in other contracts and for hedging activities. The
Company adopted the provisions of this Statement effective January 1, 2000. As the Company has not engaged, and
does not plan to engage, in derivative or hedging activities, adoption of SFAS No. 133 had no impact on the Company’s
financial condition or results of operations.

Recent Accounting Pronouncements

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations (SFAS No. 143). SFAS
No. 143 requires the Company to record the fair value of an asset retirement obligation as a liability in the period in
which it incurs a legal obligation associated with the retirement of tangible long-lived assets that result from the
acquisition, construction, development and/or normal use of the assets. The Company also records a corresponding asset
which is depreciated over the life of the asset. Subsequent to the initial measurement of the asset retirement obligation,
the obligation will be adjusted at the end of each period to reflect the passage of time and changes in the estimated future
cash flows underlying the obligation. The Company is required to adopt SFAS No. 143 on January 1, 2003. In the
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opinion of management, the adoption of SFAS No. 143 will not have a material impact on the Company’s financial
Statements.

In August, 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets
(SFAS No. 144). SFAS No. 144 addresses financial accounting and reporting for the impairment or disposal of long-
lived assets. This Statement requires that long-lived assets be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset to future net cash flows expected to be
generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge
is recognized by the amount by which the carrying amount of the asset exceeds the fair value of the asset. SFAS No. 144
requires companies to separately report discontinued operations and extends that reporting to a component of an entity
that either has been disposed of (by sale, abandonment, or in a distribution to owners) or is classified as held for sale.
Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. The Company is
required to adopt SFAS No. 144 on January 1, 2002. In the opinion of management, the adoption of SFAS No. 144 will
not have a material impact on the Company’s financial statements.

Recent Business Developments

Over the course of 2001, the economy of the United States, our largest market, fell into a recession. In particular,
manufacturing, and especially electronic manufacturing, has been severely depressed, with manufacturing levels in 2001
reported by industry sources dropping as much as 30% to 40% below 2000 levels. The terrorist attack on the United
States on September 11, 2001 likewise negatively impacted our customers and their manufacturing levels. Management
is uncertain as to when the manufacturing and economic markets will return to year 2000 levels. As such, management
took steps in mid-2001 to reduce expenses incurred from sales, marketing and general and administrative areas of the
Company. Consistent with our strategic plan, we have continued to pursue new niche markets in our Technical Roads
through the development of new products. Management believes that our single digit reduction in revenues in 2001
from 2000, given current economic conditions, is an indication of the success of our current strategic plan as outlined in
our four Technical Roads. Management intends to continue to execute this strategic plan in the 2002.

Forward-Looking Statements

Management has included in this report certain forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. When used,
statements which are not historical in nature, including the words “anticipate,” “estimate,” “should,” “expect,” “believe,”
“intend” and similar expressions are intended to identify forward-looking statements. Such statements are, by their
nature, subject to certain risks and uncertainties. Among the factors that could cause actual results to differ materially
from those projected are the following: business conditions and the general economy as they affect interest rates and
manufacturing output; business conditions as they affect manufacturers of chemical raw materials; trends toward
miniaturization and the use of no-lead soldering techniques by assemblers of electronic components; growth within the
Technical Road markets; the emergence of new competitors; the availability of raw materials and other components
utilized; the federal, state and local regulatory environment; changes in the import and export rules, regulations and
tariffs as they apply to countries where the Company conducts its business; the ability of the Company to obtain
financing or equity capital with favorable terms and conditions; the availability of new expansion and acquisition
opportunities; changes in the financial condition, corporate strategy or technology of the Company’s primary customers;
and the ability of the Company to develop new competitive product lines or add product lines through acquisitions,
marketing agreements or licensing agreements. Actual results, events and performance may differ materially from those
projected. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as
of the date hereof. The Company undertakes no obligation to release publicly the results of any revisions to these
forward-looking statements that may be made to reflect events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events.

Liquidity and Capital Resources

The Company’s primary sources of funds have been the remaining proceeds from its initial public offering in 1995 and
cash flow from operations. The Company’s primary uses of funds are the funding of research and development of new
product lines, purchase of capital equipment and sales and marketing activities.
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As of December 31, 2001, the Company had working capital of $1,179,539, compared to $1,203,463 as of December 31,
2000, representing a decrease of $23,924. Decreases in short-term investments and other assets combined with an
increase in accounts payable are primarily responsible for the decrease in working capital, which was Plrtially offset by
increases in cash and cash equivalents, accounts receivable and inventory and by a decrease in notes payable. The
increase in accounts receivable was the result of strong sales during the last month of the year. The decrease in short-
term investments was the result of reducing the time period for certain certificates of deposit from six months to three
months, resulting in the value of these certificates of deposit being reported as cash and cash equivalents. The notes
payable were paid off using a portion of the proceeds from the short-term investments.

Cash used by operations was $25,184 for the year ended December 31, 2001, a net decrease of $27,438 from $52,622 of
cash used by operations for the year ended December 31, 2000. This decreased use of cash was the result of increases in
accounts receivable and inventory and a higher net loss which were offset by decreases in other current assets and
interest receivable from related parties combined with an increase in accounts payable and accrued expenses.

Cash provided by investing activities of $215,873 for the year ended December 31, 2001, represented an increase of
3625,641 as compared to cash used by investing activities for the year ended December 31, 2000 of $409,768. This
increase was primarily the result of the sale of certain short-term investments made in 2000 and repayment of a $100,000
loan from a shareholder made in 2000.

Capital expenditures for the year ended December 31, 2001 decreased 37% to $46,180 from $72,946 for the year ended
December 31, 2000. This decrease of $26,766 reflects control over capital spending as well as the more effective use of
capital assets that were available. Capital expenditures for patents decreased for the year ended December 31, 2001 to
$7,947 from $36,822 for the year ended December 31, 2000. The Company continues to pursue and protect its patent
rights where appropriate.

Cash flows from financing activities represents payments by the Company of notes payable totaling $100,000 in 2001
and proceeds from the issuance of a $100,000 note payable by the Company in 2000.

The Company anticipates, based on currently proposed plans and assumptions relating to its operations and expansion
plans, that the current cash balances together with projected cash flows from operations will be sufficient to satisfy its
contemplated cash requirements through at least December 31, 2002. The Company’s cash requirements for the year
2002 and beyond will depend primarily upon the level of sales of chemical products, product development, product
procurement, sales and marketing expenditures, timing of potential acquisitions and capital expenditures. If the
Company’s plans change, or its assumptions change or prove to be inaccurate (due to unanticipated expenses, delays,
deterioration of customer base, financial condition or otherwise), the Company may have to seek financing from public
or private debt and equity markets. There can be no assurance; however, that these sources will be available to the
Company on favorable terms, and unfavorable markets could limit the Company’s ability to obtain financing. There can
be no assurance that the Company will be able to obtain credit facilities on favorable terms if financing of the
Company’s cash requirements becomes necessary. Additionally, the Company plans to continue to investigate potential
acquisition candidates that are consistent with the Company’s growth strategy, which would create additional financing
needs for the Company. )

International Trade Developments

In 1998, manufacturers in the Peoples Republic of China became significant suppliers of the Company. In 2001, the
Company imported approximately 35% of its raw material purchases from foreign sources, the largest being China. The
Company continues to rely on this foreign source and is not aware of any changes in intemational legislation that would
have any affect on this supply.

Critical Accounting Policies

The Securities and Exchange Commission (“SEC”) recently issued disclosure guidance for “critical accounting policies.”
The SEC defines “critical accounting policies” as those that require application of management’s most difficult, subjective
or complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain and may change in subsequent periods.

Kyzen’s significant accounting policies are described in Note 1 in the Notes to Financial Statements. Not all of these
significant accounting policies require management to make difficult, subjective or complex judgements or estimates.
Management considers the following to be critical:

Patent costs, including the purchase of patent rights and legal costs incurred related to issued and pending patents, are
amortized using the straight-line method over the shorter of the statutory or estimated useful lives of the patents, not
exceeding 20 years. Patent costs are reviewed for impairment whenever events or changes in circumstances indicate that the
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carrying amount of the assets may not be recoverable. Management relies on sales estimates of patented products to evaluate
impairment of patents. If such sales estimates are not attained, there could be future impairment of the patents. If a pending
patent is not approved, the remaining net book value is written off.
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Independent Auditors’ Report

The Board of Directors
and Shareholders of
Kyzen Corporation:

We have audited the accompanying balance sheet of Kyzen Corporation as of December 31, 2001, and the
related statements of operations, changes in shareholders’ equity, and cash flows for year then ended.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Kyzen Corporation as of December 31, 2001, and the results of its operations and its
cash flows for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

/s/ KPMG LLP

Nashville, Tennessee

January 18, 2002
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Report of Independent Accountants

To the Board of Directors
and Shareholders of
Kyzen Corporation

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders’ equity and of cash flows present fairly, in all material respects, the financial position of
Kyzen Corporation at December 31, 2000, and the results of its operations and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management; our responsibility is to
express an opinion on these financial statements based on our audits. We conducted our audits of these
statements in accordance with auditing standards generally accepted in the United States of America which
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation.
We believe that our audits provides a reasonable basis for the opinion expressed above.

/s/ PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Nashville, Tennessee
February 9, 2001
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KYZEN CORPORATION
BALANCE SHEETS
December 31,
2001 2009
ASSETS
Current assets:
Cash and cash equivalents $ 317,338 $ 226,649
Short- term investments - 200,000
Accounts receivable, net of allowance for doubtful accounts
of $11,616 in 2001, and $10,527 in 2000 919,650 836,545
Note receivable from related party 30,000 -
Inventory 457,437 431,919
Other 60,353 73,122 ]
Total current assets 1,784,778 1,768,235
Property and equipment, net 352,291 483,445
Patents, net 216,469 228,285
Interest receivable from related parties - 1,750
Total assets S 2,353,538 3 2,481,715
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities: .
Notes payable, current § - $ 100,000
Accounts payable and accrued expenses 598,802 462,641
Accounts payable to related parties 6,437 2,131
Total current liabilities 605,239 564,772
Commitments and contingencies (Note 10)
Shareholders’ equity:
Preferred Stock, $0.01 par value; 10,000,000 shares
authorized, no shares issued or outstanding in 2001 and
2000; 100,000 Designated Series A Junior Participating
Preferred Stock ) )
Common Stock, $0.01 par value; 40,000,000 shares
authorized, 4,777,787 shares issued and outstanding in
2001 and 2000 47,778 47,778
Additional paid-in capital 5,302,404 5,202,404
Accumulated deficit (3,601,883) (3,333,239)
Total shareholders’ equity 1,748,299 1,916,943
Total liabilities and shareholders’ equity 3 2,353,538 $ 2,481,715

The accompanying notes are an integral part of the financial statements.
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KYZEN CORPORATION

STATEMENTS OF OPERATIONS

For the years ended

December 31,
2001 2000
Net sales 3 5,605,067 $ 5,893,392
Cost of sales 2,716,463 2,674,561
Gross profit 2,888,604 3,218,831
Operating costs and expenses:
Selling, marketing, general and administrative expenses 2,620,963 2,957,805
Research and development expenses 549,101 399,702
Total operating expenses 3,170,064 3,357,507
Operating loss (281,460) (138,676)
Other income (expense):
Interest income 15,540 26,925
Interest expense (2,724) (2,320)
Total other income 12,816 24,605
Net loss 3 (268,644) $ (114,071)
Net loss per share - basic $ (0.06) § (0.02)
Net loss per share — diluted 3 (0.06) $ (0.02)
Weighted average shares outstanding
- basic 4,777,787 4,787,471
Weighted average shares outstanding
- diluted 4,777,787 4,787,471

The accompanving notes are an integral part of the financial statements,
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KYZEN CORPORATION
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the years ended December 31, 2001 and 2000

Additional
Common Stock Paid-in Accumulated )
Shares Amount Capital Deficit Total

Balance at December 31, 1999 5,100,114 § 51,001 § 5,299,181 § (3,219,168) § 2,131,014

Cancellation of shares from
Officer’s notes receivable

(322,327) (3,223) 3,223 - -
Loan to shareholder - - (100,000) - (100,000)
Net Loss . - - - (114,071) (114,071)
Balance at December 31, 2000 4,777,787 47,778 5,202,404 (3,333,239) 1,916,943
Payment of shareholder loan - - 100,000 - 100,000
Net Loss . - y (268,644) (268,644)

Balance at December 31, 2001 4,777,787 § 47,7778 3§ 5,302,404 §$ (3,601,883) § 1,748,299

The accompanying notes are an integral part of the financial statements.
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KYZEN CORPORATION

STATEMENTS OF CASH FLOWS

For the years ended

December 31,
2001 2000
Cash Flows from Operating Activities: .

Net loss $ (268,644) 5 (114,071)
Depreciation and amortization 197,097 281,623
Adjustments to reconcile net loss to net cash used in operating

activities:

Increase in accounts receivable (83,105) (185,906)
(Increase) decrease in inventory (25,518) 13,519
Decrease (increase) in other current assets 12,769 (3,517)
Decrease (increase) in interest receivable from related parties 1,750 (1,750)
Increase (decrease) in accounts payable and accrued expenses 140,467 (42,520)

Net cash used in operating activities (25,184) (52,622)

Cash Flows from Investing Activities:

Purchase of short-term investments - (200,000)

Maturity of short-term investments 200,000 -

Purchase of fixed assets (46,180) (72,946)

Purchase of patent rights and related expenditures (7,947) (36,822)

Note receivable from related party (30,000) -

Issuance of loan to major shareholder - (100,000)

Payment of loan from major shareholder 100,000 .

Net cash provided by (used in) investing activities 215,873 (409,768)
Cash Flows from Financing Activities:
Proceeds from issuance of long term debt - 100,000
Payments of long term debt (100,000 -
Net cash (used in) provided by financing activities {100,000) 100,000
Net increase (decrease) in cash and cash equivalents 90,689 (362,390)
Cash and cash equivalents at beginning of year 226,649 589,039
Cash and cash equivalents at end of year § 317,338 $ 226,649

Supplemental cash flow information:
Cash used for interest payments was $2,724 in 2001 and $2,320 in 2000. The Company paid no income taxes in 2001 or

2000.

The accompanying notes are an integral part of the financial statements.
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KYZEN CORPORATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2001 and 20090

NOTE1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Background

Kyzen Corporation (“Kyzen” or the “Company”) was incorporated under the laws of the State of Utah on March 9,
1990. On May 26, 1999, the Company reincorporated under the laws of Tennessee. Kyzen was formed to develop
environmentally safe chemical solutions to replace ozone-depleting chlorinated solvents. The Company manufactures
and markets chemical solutions and processes used in high-technology cleaning applications, including electronic
assemblies and precision metal and plastic components where precision cleaning processes are required. The Company
also manufactures and markets peripheral equipment such as process control systems and chemical handling systems that
enhance the use by customers of the Company’s chemical solutions. Sales of such equipment and maintenance services
totaled less than 10% of net sales in both 2001 and 2000. Typically, these products are sold as separate items and are
integrated into a cleaning process by the customer, or by the Company as part of a contract service. The Company’s
operations are located in Nashville, Tennessee and Manchester, New Hampshire.

The Company’s operations are conducted within one reportable business segment. Sales to customers outside the United
States totaled $779,598 in 2001 and $982,610 in 2000, representing approximately 14% of net sales in 2001 and 17% of
net sales in 2000. No individual customer or foreign country accounted for more than 10% of the Company’s revenue in
2001 or 2000.

Summary of Significant Accounting Policies

Cash and Cash Equivalents

The Company considers investment securities with an original maturity of three months or less to be cash equivalents.
Short-term Investments

Short-term investments consist primarily of investment grade commercial paper, direct obligations of the U.S.
government and its agencies and other short-term investment funds. The Company has no derivative instruments. The
Company has classified all of its investments in debt and equity securities as available for sale. The Company records its
investments at fair value and recognizes unrealized holding gains and losses in earnings. Unrealized gains and losses
recognized in earnings during 2001 were not significant. Fair value is determined by the most recently traded price of
the security at the balance sheet date. Net realized gains or losses are determined and recognized on the specific security
at the trade date. The short-term investment at December 31, 2000 consisted of certificates of deposit.

Inventories

Inventories are valued at the lower of cost or market value with cost determined using the weighted average, first in, first
out (FIFO) method.

Property and Equipment

Property and equipment are recorded at cost and depreciated on a straight-line basis over the estimated useful lives (2 to
12 years) of the respective assets. Leasehold improvements are amortized on a straight-line basis over the shorter of the
estimated useful life of the asset or the lease term.

Patent Costs

Patent costs, including the purchase of patent rights and legal costs incurred related to issued and pending patents, are
recorded and amortized using the straight-line method over the shorter of the statutory or estimated useful lives of the
patents, which range from 17 to 20 years. If a pending patent is not approved, the remaining net book value is written
off. There were no patents pending at December 31, 2001. Accumulated amortization was $119,722 and $99,959 at
December 31, 2001 and 2000, respectively.

Impairment of Value

Long-lived assets held and used by the Company are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the assets may not be recoverable. For purposes of evaluating the
recoverability of long-lived assets, the recoverability test is performed using undiscounted net cash flows before
consideration of interest expense. Assets to be disposed of are reported at the lower of the carrying amount or fair value
less costs to sell.
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NOTES TO FINANCIAL STATEMENTS
December 31, 2001 and 2000

Business Concentrations

The Company purchases its raw materials, components and finished machines from a variety of sources. Through its
agreements with certain third parties, the Company will be dependent on those parties for the production of their unique
chemicals.

The Company sells its products to customers involved in a variety of industries including electronics and computers.
Kyzen performs continuing credit evaluations of its customers and does not require customers to pledge collateral.
Historically, the Company has not experienced significant losses related to individual customers or groups of customers
in any particular industry or geographic area.

Revenue Recognition

Revenue from sales of chemical products or services is recognized based upon shipment of products or performance of
services. Revenues and profits for certain equipment contracts are recorded using the percentage of completion method
based on the product type, contract size and duration of the time to completion. The percentage of completion is
determined by relating the actual costs of work performed to date to the current estimated total cost of the respective
contracts. If estimated total costs on any of these contracts indicate a loss, the entire amount of the estimated loss is
recognized immediately. Revenues and profits on all other contracts are recorded as shipment is made.

Advertising Costs

Costs incurred for producing and communicating advertising are expensed in the period incurred and totaled $76,453 in
2001 and $163,462 in 2000. :

Research and Development Costs

The Company is involved in research and development activities relating to new product development and new uses for
its chemicals. The Company expenses research and development costs as incurred.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for
the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change
in tax rates is recognized in income in the period that includes the enactment date.

Comprehensive Income
The Company did not have any components of comprehensive income other than net loss in 2001 and 2000.

Earnings Per Share

Basic eamings per share have been computed by dividing net loss by the weighted average number of shares
outstanding. Because the Company incurred net losses in 2001 and 2000, the effect of common stock options and
warrants were not included in the computation of diluted earnings per share as such effect was anti-dilutive.

Fair Value of Financial Instruments

Carrying values of cash, short-term investments, accounts receivable and accounts payable approximate fair value due to
the short-term maturities of these assets and liabilities.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Recent Accounting Pronouncements

In June 2001, the FASB issued SFAS No. 143, Accounting for Asset Retirement Obligations (SFAS No. 143). SFAS
No. 143 requires the Company to record the fair value of an asset retirement obligation as a liability in the period in
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which it incurs a legal obligation associated with the retirement of tangible long-lived assets that result from the
acquisition, construction, development and/or normal use of the assets. The Company also records a corresponding asset
which is depreciated over the life of the asset. Subsequent to the initial measurement of the asset retirement obligation,
the obligation will be adjusted at the end of each period to reflect the passage of time and changes in the estimated future
cash flows underlying the obligation. The Company is required to adopt SFAS No. 143 on January 1, 2003. In the
opinion of management, the adoption of SFAS No. 143 will not have a material impact on the Company’s financial
statements.

In August, 2001, the FASB issued SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets
(SFAS No. 144). SFAS No. 144 addresses financial accounting and reporting for the impairment or disposal of long-
lived assets. This Statement requires that long-lived assets be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset to future net cash flows expected to be
generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge
is recognized by the amount by which the carrying amount of the asset exceeds the fair value of the asset. SFAS No. 144
requires companies to separately report discontinued operations and extends that reporting to a component of an entity
that either has been disposed of (by sale, abandonment, or in a distribution to owners) or is classified as held for sale.
Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. The Company is
required to adopt SFAS No. 144 on January 1, 2002. In the opinion of management, the adoption of SFAS No. 144 wilt
not have a material impact on the Company’s financial statements.

NOTE2Z - NOTESRECEIVABLE

During 1999, certain key executives of the Company exercised options to purchase 93,333 shares of the Company’s
common stock by executing non-recourse promissory notes payable to the Company. At December 31, 2001 and 2000,
the notes totaled $17,500 and are reflected as a reduction in additional paid-in capital. The notes bear interest at 5% per
year and are secured by the Company’s common stock held by such employees. The interest income is being withheld
from the applicable executives’ paychecks.

On November 1, 2000, the Company entered into a $100,000 short-term promissory note with a major shareholder. The
note bears interest at prime plus 1% and is secured by 350,000 shares of the Company’s common stock held by the
shareholder. Due to the uncertain nature of the shareholder’s intent to repay the loan, as evidenced by his failure to repay
the loan on the original maturity date, the note was reflected as a reduction of shareholders’ equity. All principal and
interest was paid during April 2001.

During 2001, the Company entered into a short-term loan of $30,000 with Michael L. Bixenman, Chairman of the
Company for the purchase of Kyzen Common Stock from another shareholder. This loan bears interest at a rate of 9%
per year and has a maturity date of April 2002. Interest is received via automatic payroll deductions on a monthly basis.
This loan is secured by 200,000 shares of the Company’s Common Stock.
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NOTE 3 - INYENTORY

Inventory consists of the following:

December 31,
2001 . 2000
Raw materials 3 341,557 $ 274,883
Work in process 1,705 1,705
Finished goods 114,175 155,331
$ 457,437 $ 431,919
NOTE4 - PROPERTY AND EQUIPMENT
Property and equipment consists of the following:
‘ December 31,
2001 2000
Manufacturing equipment $ 663,529 § 631,073
Office furniture and fixtures 474,933 461,209
Demonstration equipment 413,614 413,614
Leasehold improvements 278,231 278,231
1,830,307 1,784,127
Less-accumulated depreciation (1,478,016) (1,300,682)
$ 352,291 $ 483,445
Depreciation expense totaled $177,334 in 2001 and $263,047 in 2000.
NOTES - ACCOUNTS PAYABLE AND ACCRUED EXPENSES
Accounts payable and accrued expenses consist of the following:
December 31,
2001 2000
Accounts payable 3 430,826 3 267,795
Salaries, wages and commissions 13,404 24,024
Other accrued expenses 154,572 170,822
3 598,802 $ 462,641

NOTE 6 - NOTES PAYABLE

During the fourth quarter of 2000, the Company entered into a line of credit permitting maximum borrowings of
$200,000 with a bank. This line of credit had a maturity date of April 30, 2001. Money borrowed by the Company
pursuant to the line of credit incurred interest at a rate of 7.95%. The obligation to repay any money borrowed pursuant
to the line of credit was secured by $200,000 of short-term investments with the same maturity date, earning interest at
5.95%. The Company borrowed $100,000 under this credit line during the fourth quarter of 2000. The Company repaid
this obligation during the second quarter of 2001 and has not reentered into such an arrangement.
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NOTE7 - CAPITAL STOCK

Common Stock

In April 1999, the shareholders of the Company approved an amendment to the Charter to change the capital structure of
the Company. Under the amended structure, the Company is authorized to issue up to 40,000,000 shares of common
stock, $.01 par value per share (the “Common Stock™).

Warrants

In conjunction with its initial public offering in 1995, the Company issued warrants to purchase 1,650,000 shares of
Common Stock at an exercise price of $5.00 per share. The warrants are exercisable from February 4, 1996 through
August 4, 2002. The warrants are subject to redemption at the Company’s option at $0.05 per warrant at any time on
thirty days, prior written notice, provided that the closing price or the closing bid quotation for the Common Stock has
equaled or exceeded $7.50 for ten trading days. All warrants remained outstanding at December 31, 2001.

Preferred Stock

Under its amended capital structure, the Company is also authorized to issue up to 10,000,000 shares of preferred stock
with a par value of $0.01 per share (the “Preferred Stock™). The terms of any Preferred Stock to be authorized, including
dividend rates, conversion prices, voting rights, redemption prices, and similar matters, will be determined by the Board
of Directors. As of December 31, 2001, there were no shares of preferred stock issued or outstanding.

Stock Purchase Right

On January 15, 1999, the Board of Directors of the Company declared a dividend of one preferred share purchase right
(a "Right") for each outstanding share of the Company’s common stock, to holders of record at the close of business on
January 15, 1999. Each Right will entitle the registered holder, subject to the terms of the Rights Agreement, to purchase
from the Company one one-hundredth (0.01) of a share of Series A Junior Participating Preferred Stock at a purchase
price of $5.00 per Right, subject to adjustment. The Rights may cause substantial dilution to a person or group that
attempts to acquire the Company on terms not approved by a majority of the Board of Directors. Thus, the Rights are
intended to encourage persons who may seek to acquire control of the Company to initiate such an acquisition through
negotiations with the Company’s Board of Directors.

The Rights attach to all certificates representing outstanding shares of Company common stock, and no separate
certificates in respect of the Rights will be distributed. The Rights will separate from the common stock, and will be
distributed, upon the earlier of (i) 10 days following a public announcement (the date of such announcement being the
"Shares Acquisition Date") that a person or group of affiliated or associated persons has acquired, or obtained the right to
acquire, beneficial ownership of 15% or more of the outstanding Common Shares, excluding certain specified persons
(such person or group being an "Acquiring Person"), or (ii) 10 business days (or such later date as may be determined by
the Board of Directors) following the commencement of, or an announcement of an intention to commence, a tender
offer or exchange offer that would result in a person or group becoming an Acquiring Person (the earlier of (i) and (i)
being the "Distribution Date"). Until the Distribution Date, (i) the Rights will be evidenced by the Common Share
certificates and will be transferred with and only with such certificates, (ii) new Common Share certificates will contain a
notation incorporating the Rights Agreement by reference and (iii) the surrender for transfer of any certificates for
Common Shares outstanding will also constitute the transfer of the Rights associated with the Common Shares
represented by such certificates. In the event that any person becomes an Acquiring Person, each holder of a Right will
thereafter have the right to receive, upon exercise, the number of Common Shares (or, in certain circumstances, cash,
property or other securities of the Company) having a value equal to two times the Purchase Price.

The Rights are not exercisable until distributed and will expire at the close of business on January 15, 2009 unless earlier
redeemed or extended by the Company.

In the event that, after such time as a person becomes an Acquiring Person: (i) the Company engages in a merger or
business combination transaction in which the Company is not the surviving corporation; (ii) the Company engages in a
merger or business combination transaction in which the Company is the surviving corporation and the Commeon Shares
of the Company are changed or exchanged; or (iii) 50% or more of the Company's assets or earning power is sold or
transferred, each holder of a Right (except Rights which have previously been voided as set forth above) shall thereafter
have the right to receive, upon exercise of the Right, the number of common stock of the acquiring company having a
value equal to two times the Purchase Price. The Board of Directors may redeem the Rights in whole, but not in part, at a
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price of $.001 per Right, payable, at the election of the Board of Directors, in cash or shares of Company common stock.
Until a Right is exercised, the holder will have no rights as a shareholder.

A total of 100,000 Preferred Shares are initially reserved for issuance upon exercise of the Rights, subject to adjustment.

Stock Options

The Company has an incentive stock option plan. Under this plan, officers, directors and other key employees of the
Company may be granted options, each of which allows for the purchase of shares of the Company’s Common Stock.
The per share exercise price of the options granted under the plan is equal to the estimated fair value of the Common
Stock on such date as determined by the Board of Directors, except for options granted to 10% or greater shareholders
for which the per share exercise price is 110% of the estimated fair value. Under the plan, the Company has reserved
600,000 shares of Common Stock for issuance upon exercise of the options. The stock options have terms of five to ten
years from the date of the grant and vest ratably over a three-year period, except for options granted to directors, which
vest immediately upon grant. On November 23, 2000, a total of 250,000 non-qualified options, which had been granted
to Institutional Equity Corporation (formerly Redstone Securities) at exercise prices ranging from $0.50 to $3.00 as
compensation for future financial advisory services, expired without exercise. The Company recorded.$5,794 of
consulting expenses in 1999 associated with the option grant.

During 2000, the Company granted options to key employees to purchase 30,000 shares of the Company’s Common
Stock at exercise prices ranging from $0.41 to $0.69. There were 59,300 stock options granted in prior years to certain
former employees that expired due to the cessation of employment by these individuals.

During 2001, the Company granted options to directors to purchase 15,000 shares of the Company’s Common Stock at
an exercise price of $0.50.

In accordance with the provisions of SFAS No. 123, “Accounting for Stock Based Compensation,” the Company applies
Accounting Principles Board Opinion No. 25 and related interpretations in accounting for its stock option plans and,
accordingly, does not recognize compensation costs for options issued to employees and directors. If the Company had
elected to recognize compensation cost based on the fair value of the options granted at grant date as prescribed by SFAS
123, net loss and loss per share would have been increased to the pro forma amounts indicated in the table below:

2001 2000
Net loss, reported s - (268,644) $ (114,071)
Net loss, pro forma (290,839) (150,239)
Net loss, per share reported (basic and diluted) (0.06) (0.02)
Net loss per share, pro forma (basic and diluted) (0.06) (0.03)

The fair value of each option grant is estimated on the date of grant using the Black-Scholes options-pricing model with
the following assumptions:

2001 2000
Expected dividend yield 0% 0%
Expected stock price volatility 99.3% 94.4%
Risk-free interest rate ' 5.15% 5.15%
Expected life of options 1-10 years 1-10 years
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The weighted average fair value at date of grant for options granted during 2001 and 2000 was $0.78 and $0.54 per
option, respectively.

Stock option transactions were as follows:

Weighted Average
Number of Shares Exercise Price

QOutstanding, December 31, 1999 781,050 3 2.15
Granted 30,000 0.55
Exercised - -

Forfeited (309,300) 1.62
QOutstanding, December 31, 2000 ' 501,750 2.38
Granted 15,000 0.50
Exercised - -

Forfeited (19,167) ‘ 1.84
Outstanding, December 31, 2001 497,583 $ 2.34

The following table summarizes information concerning outstanding and exercisable options at December 31, 2001:

Options Qutstanding Options Exercisable
Range Of Weighted Average Weighted Weighted
Exercise Number Remaining Average Number Average
Prices Qutstanding Contractual Life Exercise Price Exercisable Exercise Price
(years)
$0.50-0.75 102,100 7.9 $0.65 92,714 $0.67
1.00-1.38 45,800 6.5 - 131 45,400 1.31
1.69-1.86 56,300 5.7 1.81 56,300 1.81
2.81-3.99 292,883 2.7 3.19 292,883 3.19
4.50 500 20 4.50 500 4.50
497,583 487,797

NOTE 8 - RETIREMENT PLAN

The Company implemented the Kyzen Corporation 401(k) Retirement Plan (the “Plan”) in 1997. Employees become
eligible to participate in the Plan after 90 days of their initial employment. Employees may contribute as little as 1% or
up to 20% of their salary to the Plan. The Company pays all expenses of the Plan and matches employee contributions
on a discretionary basis in such amounts as are determined by the Company’s Board of Directors. Matches of employee
contributions are available to the employee based on a six year vesting schedule that is prorated at different percentages
for each year vested. The Company did not match or make other contributions to the Plan during 2001 or 2000. The
Plan expense for 2001 and 2000 was $1,439 and $3,071, respectively.
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NOTEY9 - INCOME TAXES

The Company did not record a provision for income taxes in 2001 or 2000 due to the Company’s net losses in both
years. A reconciliation of the total provision for income taxes with amounts determined by applying the statutory
U.S. federal income tax rate of 34% to loss before income taxes is as follows:

December 31,

2001 2000
Income tax benefit at statutory rate $ (91,339) $ (38,784)
State income taxes, net of federal tax provision (4,308) 4,517)
Research and development credit, net of federal tax provision (27,102) (30,764)
Other (43,179) 16,164
Change in valuation allowance 165,928 57,901
Total income tax provision $ - $ -

Significant components of the Company’s deferred tax assets at December 31, 2001 and 2000 are as follows:

December 31,

2001 2000
Federal and State net operating loss carryforwards ) 892,159 hY 767,381
Research and development credits 243,818 202,754
Other 41,402 41,316
Deferred tax assets : 1,177,379 1,011,451
Valuation allowance _ ' (1.177.379) (1.011.450)
Net deferred tax assets $ - $ -

At December 31, 2001, the Company had net operating loss carryforwards available to reduce future Federal taxable
income of approximately $2,342 850. The carryforwards expire between 2007 and 2021. The Company has provided a
valuation allowance for the entire balance of its deferred tax assets, including its net operating loss carryforwards, due to
the uncertainty of future realization.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Lease Commitments

The Company conducts its operations from facilities under two operating lease agreements. The lease for the New
Hampshire facility was renewed in May 2000 and extended to May 2002. The lease for the Tennessee facility, which
was scheduled to terminate in February 2001, has been extended for a five-year term with an option to renew for an
additional five years. As of December 31, 2001, future annual rental payments for the next five years are summarized as

follows:
2002 $119,380
2003 107,180
2004 107,580
2005 111,980
2006 9,365
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Total rent expense was $147,109 in 2001 and $136,882 in 2000. Included in rent expense for 2001 and 2000 is
approximately $104,000 and $101,000, respectively, of rent paid to Charles Hawkins Company, whose pension plan is a
shareholder of the Company.
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Item 8. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

On October 29, 2001, the Board of Directors of the Company, based on the recommendations of management and
the Audit Comumittee, approved the dismissal of PricewaterhouseCoopers LLP (“PricewaterhouseCoopers™) and the
engagement of KPMG LLP (“KPMG”) as the Company’s independent public accountants effective November 2001,
following the closing of the Nashville office of PricewaterhouseCoopers. KPMG audited the Company’s financial
statements for the year ended December 31, 2001. The Company’s financial statements for the year ended
December 31, 2000 were audited by PricewaterhouseCoopers.

During the past two fiscal years, there were no disagreements between the Company and KPMG or
PricewaterhouseCoopers on any matter of accounting principles or practices, financial statement disclosure or
auditing scope or procedure which, if not resolved to the satisfaction of KPMG or PricewaterhouseCoopers, would
have caused KPMG or PricewaterhouseCoopers to make reference to the subject matter of the disagreement in
connection with its report. Neither KPMG nor PricewaterhouseCoopers has, in either of the preceding two fiscal
years, issued an adverse opinion or disclaimer of opinion with respect to the Company's financial statements or
qualified or modified their opinions as to uncertainty, audit scope or accounting principles. During the two most
recent fiscal years and during the fiscal year prior to their engagement as the Company’s independent accountants,
the Company did not consult with KPMG regarding accounting or reporting issues. PricewaterhouseCoopers
submitted a letter dated November 2, 2001 addressed to the Securities and Exchange Commission regarding the
Company's change in independent accountants which was filed as an exhibit to the Company's current report on
Form 8-K dated November 2, 2001 and has been incorporated by reference into the exhibits filed with this annual
report.
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Item 9. Directors, Executive Officers, Promoters and Control Persons; Compliance With
Section 16(a} of the Exchange Act.

Incorporated by reference to Registrant’s definitive Proxy Statement relating to the Annual Meeting of Shareholders
to be held on April 18, 2002. '

Item 10. Executive Compensation

Incorporated by reference to Registrant’s definitive Proxy Statement relating to the Annual Meeting of Shareholders
to be held on April 18, 2002.

Ttem 11. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

Incorporated by reference to Registrant’s definitive Proxy Statement relating to the Annual Meeting of Shareholders
to be held on April 18, 2002.

Ttem 12. Certain Relationships and Related Transactions

Incorporated by reference to Registrant’s definitive Proxy Statement relating to the Annual Meeting of Shareholders
to be held on Apnil 18, 2002.
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Item 13. Exhibits and Reports on Form 8-K
{a) Exhibits

Exhibit No. Description

Exhibit 3.1 Registrant's Charter (6)

Exhibit 3.2 Amended Bylaws of Registrant (6)

Exhibit 4.1 Warrant and Registration Rights Agreement by and among Kyzen Corporation, Paulson
Investment Company, Inc., Nutmeg Securities, Ltd. and LaJolla Securities, dated August 3,
1995 (1)

Exhibit 4.5 Specimen of Common Stock Certificate (7)

Exhibit 4.6 Specimen of Warrant Certificate (7)

Exhibit 4.7 Rights Agreement, dated January 15, 1999, between Kyzen Corporation and American Stock
Transfer & Trust (4)

Exhibit 10.1 Lease Agreement, dated June 11, 1993, between Harding Business Park, a partnership, and
Registrant for Registrant's headquarters and chemical manufacturing facilities (1)

Exhibit 10.3 Employee Agreements, dated January 1, 1994 with officers and key employees of
Registrant (1)

(a) KyleJ. Doyel’
(b) Michael L. Bixenman
(c) Thomas M. Forsythe™

Exhibit 10.4 1994 Employee Stock Option Plan” and forms of Stock Option Grant, Acceptance and
Exercise Notice and Agreement (1)

Exhibit 10.5 First Amendment to the 1994 Employee Stock Option Plan” (1)

Exhibit 10.7 Purchase Agreement, dated May 1, 1990, between Bix Manufacturing Company, Inc. and
Registrant (1)

Exhibit 10.8 Technology Exchange Agreement, dated December 17, 1993, between Bix Manufacturing
Company, Inc. and Registrant (1)

Exhibit 10.20 Warrant Agreement between Kyzen Corporation and American Stock Transfer & Trust
Company (1)

Exhibit 10.21 Reassignment of Patents to Bix Manufacturing Company, Inc. (1)

Exhibit 10.24 Lease Agreement, dated April 25, 1995, between Five-Forty North Associates, a
partnership, and the Registrant for Registrant's offices, demonstration facility, and
equipment manufacturing facilities (2)

Exhibit 10.30 Rights Agreement, dated January 15, 1999, between Kyzen Corporation and American Stock
Transfer & Trust (4)

Exhibit 10.31 Form of Amendment No. 1 to Employment Agreements with certain officers of the
Company: (5)

(a) Kyle J. Doyel”
(b) Michael L. Bixenman
(c) Thomas M. Forsythe'

Exhibit 10.33 Amended Lease Agreement, dated February 21, 2001, between Harding Business Park, a
partnership, and the Registrant for the Registrant’s Nashville, TN headquarters and chemical
manufacturing facilities

Exhibit 10.34 Amended Lease Agreement, dated May 2, 2000, between Five-Forty North Associates, a
partnership, and the Registrant for Registrant's offices, demonstration facﬂlty, and
equipment manufacturing facilities

Exhibit 16.1 Letter from PricewaterhouseCoopers LLP regarding change in cernfymg accountant (8)

Exhibit 23.1 Consent of PricewaterhouseCoopers LLP

Exhibit 23.2

Consent of KPMG LLP

" Indicates a management contract or compensation plan or arrangement.

(1) Filed as an exhibit to the Company’s Registration Statement on Form SB-2 (No. 33-91854-A) previously
filed pursuant to the Securities Act of 1933 and hereby incorporated by reference.
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(2) Filed as an exhibit to the Company’s annual report on Form 10-KSB for the year ended December 31,
1997, previously filed pursuant to the Securities Exchange Act of 1934 and hereby incorporated by
reference.

(3) Filed as an exhibit to the Company’s quarterly report on Form 10-QSB for the quarter ended March 31,
1998, previously filed pursuant to the Securities Exchange Act of 1934 and hereby incorporated by
reference.

(4) Filed as an exhibit to the Company’s filing on Form 8-A dated January 15, 1999, previously filed pursuant
to the Securities Exchange Act of 1934 and hereby incorporated by reference.

(5) Filed as an exhibit to the Company’s quarterly report on Form 10-QSB for the quarter ended June 30,
1999, previously filed pursuant to the Securities Exchange Act of 1934 and hereby incorporated by
reference.

(6) Filed as an exhibit to the Company’s Registration Statement on Form S-3 (No. 333-82021) dated June
30, 1999, previously filed pursuant to the Securities Act of 1933 and hereby incorporated by reference.

(7) Filed as an exhibit to the Company’s Registration Statement on Form S-3/A (No. 333-82021) dated
August 2, 1999, previously filed pursuant to the Securities Act of 1933 and hereby incorporated by
reference.

(8) File as an exhibit to the Company’s current report on Form 8-K dated November 2, 2001, previously
filed pursuant to the Securities Exchange Act of 1934 and hereby incorporated by reference.

(b) Reports on Form 8-K

On November 2, 2001, the Company filed a report on Form 8-K regarding the dismissal of PricewaterhouseCoopers
and the engagement of KPMG as the Company’s independent accountants effective November 2001, following the
closing of the Nashville office of PricewaterhouseCoopers.
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SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

(Registrant) Kyzen Corporation

By /s/ Kyle J. Doyel
Kyle J. Doyel, President, CEO (Principal Executive Officer), Director

Date:  March 29, 2002

In accordance with the Exchange Act, this report has been signed below by the followmg persons on behalf of the
registrant and in the capacities and on the dates indicated.

“

By /s/ Michael L. Bixenman
Michael L. Bixenman, Chairman, Vice President, Director

Date:  March 29, 2002

By /s/_Kyle J. Doyel
Kyle J. Doyel, President, CEO (Principal Executive Officer), Director

Date:  March 29, 2002

By /s/ Thomas M. Forsythe
Thomas M. Forsythe, Vice President, Treasurer (Principal Accountmg Officer and Principal Financial
Officer), Director

Date:  March 29, 2002

By /s/ John A. Davis III
John A. Davis III, Director

Date:  March 29, 2002

By /s/ James A. Gordon
James A. Gordon, Director

Date: March 29, 2002

By /s/ _Janet Korte Baker
Janet Korte Baker, Director

Date:  March 29, 2002
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Kyzer: “orporation is a leading provider of products and processes for precision cleaning applications in high-technology manufacturing

nvironments

Qur Mission: “Through successful execution of our technology roadmap, we at Kyzen strive to develop long term partnerships with our customers,
lwhile continuing to provide value through innovative cleaning solutions.”

Selected Year End Financial Data

2001 2000 1999 1998 1997
Revenue (000s) $5,605 $5,893 $5,760 $5,878 $5,460
Net Income (Loss) (000s) $(269) $(114) $(371) $68 $(572)
Net Income (Loss) per Share (a) $(0.06) $(0.02) $(0.07) $0.01 $(0.11)
Total Assets (000s) $2,354 $2,482 $2,638 $3,002 $3,226
Long Term Debt & Redeemable
Stack Obligations (000s) $o $0 $0 $0 368
Current Ratio 2.95 3.13 3.46 3.46 2.71
Average Shares of Stock
Outstanding 4,777,787 | 4,787,471 | 5,016,398 | 5,006,681 | 5,005,081
(a)  Represents both basic and diluted income(loss) per share.

iIn 1990, Kyzen Corporation began developing environmentally safer aqueous and semi-aqueous cleaning chemical solutions for the growing electronics

industry. Shortly thereafter, the Company’s unique products and processes found their way into a number of high technology manufacturing
applications. In order to specifically address the needs of its customers for the new millennium, the Company established a Technology Roadmap

C

alled “The Four Roads” that will focus the Company in growth opportunities in electronic assembly, semiconductor /wafer level packaging, optics and

aerospace markets. Some of the final products of The Four Roads are provided on this page.

Today, Kyzen's innovative Aquanox® Ionox® Lonox™, Micronox®, Optisolv®, Metalnox®, Cybersolv® and Synergy™ product lines are providing fully-
ynergy p p g

L
C
¢

ategrated, custom solutions that meet the specific cleaning process requirements of our customer’s manufacturing needs. Supplementing these
hemical products are demonstration and chemical laboratories that are fully dedicated to servicing customer requirements. In addition, the Company
nn supply process control equipment and contract services that provide customers with the optimal solution for their needs.

orward-Looking Statements

Management has included in this report certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities and Exchange Act
of 1934, as amended. When used, statements which are not historical in nature, including the words "anticipate," "estimate,” “should,” "expect,” "believe," “intend” and similar expressions are intended to
identify forward-looking statements. Such statements are, by their nature, subject to certain risks and uncertainties. Among the factors that could cause actual results to differ materially from those projected
2re the following: business conditions and the general economy as they affect interest rates; business conditions as they affect manufacturers of chemical raw materials; business conditions as they affect
growth in the semiconductor, optics and aerospace markets; the federal, state, and local regulatory environment; changes to import and export rules, regulations and tariffs as they apply to countries where
the Company conducts its business; the ability of the Company to obtain financing or equity capital with favorable terms and conditions; availabitity of new expansion and acquisition opportunities; the ability
of the Company to hire personnel from the aerospace industry; the need for new opto-electric devices in the electronic assembly market; the effect of technology shifts on growth in the electronic assembly
market; changes in the financial condition, corporate strategy or technology of the Company's primary customers and the ability of the Company to develop new competitive product lines or add product lines
through acquisitions, marketing agreements or licensing agreements. Actual results, events and performance may differ materially from those projected. Readers are cautioned not to place undue reliance on
these forward-looking statements, which speak only as of the date hereof. The Company undertakes no obligation to release publicly the results of any revisions to these forward-looking statements that may
be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
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Independent Accountants
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Availability of Form 10-KSB

Copies of the Company's Annual Report on form 10-KSB with respect to the year ended December 31, 2001 (without exhibits), as filed with the Securities
and Exchange Commission, are available to shareholders free of charge by writing to: Investor Relations Department, Kyzen Corporation, 430 Harding
Industrial Drive, Nashville, TN 37211.

Annual Meeting
The Annual meeting of shareholders will be held on Thursday, April 18, 2002 at 10:30 AM Nashville time at 201 Powell Place, Brentwood, TN 37027.




